Introduction
The growth in resilient economy of Asia led by China and increasingly shared by India is a process attracting huge international attention. Chinese exports of mass production items have caused serious concern; and some studies have predicted that this might contribute to recession in the US (Palley 2004) . In contrast to this negative perspective, the focus in the Asian region has been on the opportunities for economic and financial integration and the possible strategies to tap them (Kumar 2004) . The expansion of these two economies may be compared with the growth of economies in the European Union. It may be noted that integration of the European Union has immensely benefited Member countries, and some of the slow-growing economies have gained strength from the regional arrangement.
The rapid growth of China and India offers great opportunities to other developing countries. Both countries have significantly liberalised their trade regimes in recent years, providing access to developing countries including the economies of the least developed countries (LDCs). As these two countries have increased their exports, their requirements for intermediate imports have also risen significantly. There are also efforts to expand investments in innovation and to involve other countries in the production of high technology goods (Chaturvedi 2005; Burton 2005) . In this article, some of these issues are being analysed.
Section 2 presents broad macroeconomic facts about China and India, while Section 3 presents their trade relations and complementarities with other developing countries. Innovation and technologyrelated issues are discussed in Section 4. The conclusions are drawn in the last section.
Emergence of Sino-Indian economy: basic parameters
China' s growth surge started in the late 1970s and India' s in the early 1990s. The combined size of the Indian and Chinese economies in the early 1990s was US$681bn in constant international dollar terms in 1990 (World Bank 2005) . The collective size of their economies was larger than the combined size of some of the smaller economies of Europe, such as Iceland, Luxemburg, Portugal, Finland, Greece, Denmark, Austria and Belgium. Due to rapid growth, the combined size of China and India in 2003 was relatively larger, and comparable with the combined economy of the aforesaid countries as well as Sweden, the Netherlands and Spain. In fact, the size of the two economies in 2003 was larger than any single economy in the world other than the US. By comparison with larger EU economies, the combined size of the China and India economy was larger than Spain, but smaller than that of Italy in 1990 (Figure 1 The Chinese economy is two and half times larger than that of India (Purchasing Power Parity in US$) and is growing more rapidly. During the period 2001-03 the Chinese economy rose at the rate of 8.4 per cent per annum, whereas India expanded at the rate of 6 per cent. In both cases, rapid growth has been sustained for a number of years and has occurred in a stable environment, with low rates of inflation. Relatively speaking, the Chinese economy is much more integrated with the global economy than India. During the period 2001-03, the proportion of the traded sector in gross domestic product (GDP) was 56.5 per cent for China and 29.6 per cent for India.
Savings and investment ratios in China have shown a much more impressive increase than in India; almost double during the same period. However, the efficiency with which these savings have been utilised has been far higher in India, and much investment appears to have been wasted in China. During the period 2001-03, the average total savings ratio of China (including foreign direct investment, FDI) was 53 per cent of GDP and the economy grew at an average rate of 8.4 per cent per annum. By contrast, India grew at a rate of 6.0 per cent during the same period with the corresponding savings rate (including FDI) of just 22.4 per cent.
With sustained economic reforms, the credibility of the economies has improved, resulting in significant inflows of FDI, which has contributed further to savings ratios of both the countries.
Trade complementarities with developing countries and LDCs

Trade aggregates
During the last two decades, industrialisation in China and India was mostly spurred by the external sector. With deeper levels of economic liberalisation, industrial sectors are thrown open to competition with domestic as well as foreign firms. The export of mass-produced manufactures has led to the efficiency-enhancing restructuring of industries in both economies. With the surge in the demand in both export and domestic markets, industries at home have gradually streamlined their import requirements. As a result, China and India have restructured their sources of imports and exports over a period of time. In general, they have used developed countries' market for their export destination, whereas their dependence has gone up for imports from other developing countries.
However, there have been differences between China and India. Between 1985 Between -94 and 1995 Between -2004 , the share of Chinese exports going to Emerging Global Dynamics and Space for Developing Countries and Least Developed Countries (Table 1) . It is important to note that average decadal growth rates of Indian exports to developing countries have increased from 12.2 per cent during 1985-94 to 16.5 per cent during 1995-2004, whereas similar rates for developed countries have declined from 13.6 per cent to 8.9 per cent during the corresponding periods. Though China has maintained a higher export rate with developed countries as compared with developing countries during both the decades, the broad trends in export growth rates have been similar to that of India.
Both China and India have shown their increased import dependence on developing countries by switching their sources of imports from developed to developing countries ( has also increased for other developing regions such as Africa and the Middle East. Surge in trade of these two countries in Asia is partly because of their presence in the continent and also because of trade liberalisation under multilateral and regional agreements, particularly the latter. 
Disaggregating trade flows
The rapid growth and large size of China and India, allied to growing trade liberalisation, has provided a substantial market for other developing economies. Considered by product-classification and the type et al. 2005 ) bilateral data at the six-digit HS level, and concorded them with five-digit enduse product classification.
The structure of imports differs significantly across country groupings as shown in Table 4 . As far as LDCs are concerned, both the countries have provided a market for industrial supplies and materials, and consumer goods. India has substantial imports of agricultural raw materials from LDCs. However, the bulk of imports from LDCs have been of industrial intermediates, often subsequently processed for export to third country markets; this is especially the case for China' s exports of manufactures (Lall and Albaladejo 2003) . India' s import is concentrated in agro-raw materials for textiles and chemicals, unfinished metals associated with durable goods and non-metal associated with durable goods. The share of LDCs' exports of consumer goods to India is larger than that of China. In most of these segments, the growth rates of imports from LDCs were very rapid between 1998 and 2002. Imports from developing countries have been more diversified than the LDCs. Between 88-95 per cent is concentrated in three broad enduse sectors: industrial supplies and materials, capital goods (except automotive) and consumer goods. As noted earlier, industrial intermediate constitutes the maximum share in the total imports of both the countries. Unlike the case of trade with LDCs, there could be some possibility of clash of interests between developing countries and LDCs to gain market access in industrial supplies and materials.
Innovation and transfer of technology
The discussion in the previous section throws light on the potential impact of China and India on developing countries and LDCs through the trade conduit (Asian Driver 1 in the terminology of Schmitz' s article in this IDS Bulletin). But with a focus on the future it is also likely that the rise of innovative capabilities in China and India (Asian Driver 3 in Schmitz' s terminology) will be of growing importance (Chaturvedi 2005 (Chaturvedi , 1997 . This is especially likely to be relevant to poverty-related concerns in the case of innovation in the agricultural sector where biotechnology and other knowledgeintensive technological advances are being made, and in pharmaceuticals. In both China and India in previous generations the state has played a major role in the generation of knowledge-intensive innovation; in the current period, the private sector has grown in importance. In India, there are more than 150 international companies undertaking R&D. In 2005, the revenues from product development and R&D services stood at US$3bn (US$2.3bn in 2004).
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This rise in R&D contrasts with the dynamic in many developed economies (such as the EU; Financial Times, 19 July 2005) where there are concerns about declining R&D expenditure in general and the private sector in particular. R&D investment across the EU on average is 2.2 per cent of GDP (Table 2 ). The corresponding figures for the US and Japan are 2.76 and 3.12 per cent, respectively. In the case of China, the R&D ratio is likely to be 1.93 per cent by 2010 and for India 1.56 per cent by 2007. An EU report expresses concern about India and China: 'China is within five years likely to devote at least the same share of its wealth to research as the EU' ( Financial Times, 19 July 2005) .
In the case of China, a detailed roadmap for a pre-eminent position in world knowledge economy was drawn by the Chinese Academy of Sciences in 1998 (China Science and Technology Newsletter No 384, 10 November 2004) . According to this, China would strive to become one of the ten major economies in terms of knowledge innovation, patent competitiveness, and science and technology. This objective is being pursued in three phases. In the starting phase (1998) (1999) (2000) (2001) India has also enhanced the focus on new technology and their possible convergences, for instance, promoting bioinformatics in a major way based on the Information and Communication Technology (ICT) success. This may give a major boost to the manufacturing and service sectors. India and China are encouraging FDI for advanced areas in the frontier technologies such as the biomedical sector, where there is a need for a combination of manufacturing and serviceproviding abilities. Eli Lilly & Company, the US$11bn US pharmacy transnational corporation, is planning to appoint an Asia-specific global team to look at R&D opportunities in China and India. The company, which has put India on its global R&D map as a very important location for its global strategies, has plans to license potential research products in biopharmaceuticals and vaccines, in addition to conducting clinical research in India for new products and sourcing bulk drugs from the India is beginning to provide assistance to other developing countries in addressing their agriculturerelated problems. Vietnam, the global leader in the production and export of pepper, has sought India' s assistance for combating diseases that have begun to attack pepper vines. Being a late entrant in pepper production, Vietnam lacks expertise and knowledge in combating diseases and needs to be equipped with scientific farming methods ( The Financial Express, 29 August 2005) . India also helped in establishing one of the leading rice research institutes in Vietnam, a tea research institute in Colombo, biotechnology research institute in Indonesia and a tropical plant disease institute in Zimbabwe.
Conclusion
The combined size of the Sino-Indian economy is large and expanding. There is considerable scope for growing economies in the developing world and LDCs to benefit from the continued process of trade expansion in these two countries. Given the risk of a slowdown in the global economy, China and India have an interest in sustained growth in the developing world in general, and in Asia in particular. There are particular opportunities with regard to the least developed economies. The LDCs are producers of a few industrial intermediate inputs, which are commonly used by these two countries. Very often, supply barrier and lack of quality in exportable items have constrained the export prospects in various potential markets (Majumdar 2005) . If these issues are addressed, there is scope for significant exports to both China and India. Second, most of these countries do not compete directly with China and India in global markets, and thus there is scope for close cooperation in multilateral negotiations. Third, China and India may be useful in improving the structural impediments being faced by the LDCs in various areas related to agricultural and industrial production. This may be achieved by access to technology, FDI and technical assistance.
